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ÅMore inflation, less growth ςŀƴŘ ƴƻǘ ƘƛƎƘŜǊ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎΦ !ƴŘ ƴƻǘ ŀ ΨǊƛǎƪ ƻƴΩ ŜƴǾƛǊƻƴƳŜƴǘ όƛƴ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΣ ǘƘŀǘ ƛǎύ
» Not before the virus treat had subsided in most Western rich countries, a disastrous war on European soil, and an unavoidable deep economic war with Russia. The 

outcome of the war is highly uncertain ςand it is unclear what will happen in Ukraine after a likely Russian military victory 

» ¢ƘŜ ²ŜǎǘΩǎ sanction regimeis not written in stone, and it was tightened substantially during the weekend vs. Russian banks (many of them, but not all (yet), will be kicked 
out of international bank transfer system (SWIFT), making foreign transactions much more complicated. Even the Russian central bŀƴƪΩǎ ǎǳōǎǘŀƴǘƛŀƭ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ǊŜǎŜǊǾŜǎ 
have been frozen, and the rouble is exposed, to put it mildly. Assets associated to the leadership in Russia, like several oligaǊŎƘΩǎ ŀǎǎŜǘǎ όƛƴŎƭǳŘƛƴƎ ǘƘŜƛǊ ǇǊƻǇŜǊǘƛŜǎ ϧ ȅŀŎƘǘǎύ 
and assets belonging to members of the Russian parliament are/will be frozen too

» The Norwegiangovernment decided that the Oil Fundwill freeze its investments in Russia, and will be aiming for an exit. More western companies will sell their Russian 
ŀǎǎŜǘǎ όƭƛƪŜ .tΩǎ нл҈ ǎǘŀƪŜ ƛƴ wƻǎƴŜŦǘύ ςbut the CBR now forbid such sales. Russian airplanes will not be allowed to or to fly ƻǾŜǊ 9ǳǊƻǇŜκ/ŀƴŀŘŀΦ wǳǎǎƛŀΩǎ ŎƛǾƛƭƛŀƴ ŀƛǊǇƭŀƴŜǎ 
from Boeing and Airbus (the whole Russian market!) will not receive necessary services/maintenance from these factories, which may cripple domestic air traffic as well. 
There will be more restrictions on export of technology products to Russia. The aim is to hurt the Russian regime by hurting the economy, in a broad way (and praying for a 
regime change in Moscow)

» Several European countries changed their policieson other areas during the weekend, like selling weapons to a country engaged in a war, and to increase defence spending. 
bƻǊǿŀȅ ǿƛƭƭ ŜǾŜƴ ǎŜƴŘ ƘŜƭƳŜǘǎ ŀƴŘ ōƻŘȅ ŀǊƳƻǳǊ ǘƻ ¦ƪǊŀƛƴŜΦ {ǳǊŜ ǘƘŜȅ ƴŜŜŘ ǘƘŀǘΣ ŀƴŘ ŀ ƭƻǘ ƻŦ ƻǘƘŜǊ ǘƘƛƴƎǎΧ 5ǳǊƛƴƎ aƻƴŘŀȅΣ ǘƘŜ number of refuges will surpass 0.5 mill

» Putin has very likely totally underestimated the military resistance in Ukraine, critics in Russia, even from some oligarchs, celebrities and ordinary people, as well as the
unified, and strong Western response regarding sections and support for the Ukraine. Barring the bizarre threat by putting nuclear forces on high alert, Russia has not yet 
responded with measures vs the West, like turning the gas tap, confiscation of foreign property etc. Most likely, Putin will up his ante on the economic front too the coming 
days ςif Ukraine and Russia does not agree to make peace and love at the Belarus border today

» Thus, estimating the outcome of this conflict, and the economic impact is not possible. The escalation of the sanction regime, which no doubt will hurt the Russian economy 
will also have negative impacts in the Western economies themselves. So far, the West states it wants to buy energy from Russia (and probably many other products the 
West needs). The key risk is reduced gas, oil and coal exports to Europe from Russia, as well as less exports of wheat from Russia/Ukraine, and reduced supplies of some 
other raw materials/metals. Even China is reported (in media) to accept sanctions on Russia and is reducing oil imports already.

» Barring these energy/some grains/and other commodities, Russia is just a minor economic player at the global economic arena. Total exports equal just 1.5 -2.5% of global 
ŜȄǇƻǊǘǎΣ ƴƻǊƳŀƭƭȅ ƭŜǎǎ ǘƘŀƴ {ǇŀƛƴΩǎ ŜȄǇƻǊǘ όŀƴŘ ǎƭƛƎƘǘƭȅ ŀōƻǾŜ tƻƭŀƴŘΩǎ ƛŦ ǘƘŜ ƻƛƭ ǇǊƛŎŜ ƛǎ ƭƻǿύΦ 9ǾŜƴ ǎƻΣ ƭŜǎǎ ŜƴŜǊƎȅ ǎǳǇǇƭƛes ςwhere Russia is a dominant player, and possible 
more trade frictions, are not the world economy needed now

» Marketswere understandingly volatile on Thursday and Friday. Russian markets are badly hurt, both the currency and the stock market. Energy prices, especially gas 
skyrocketed on the invasion at Thursday, then fell back when the first round of sanctions were milder than expected. Following the tightening of the sanction regime, and 
the increased tensions between Russia and the West, Monday will not be a quiet day either (check below)   

» Our main idea is that new supply shocks will lift inflation, but also reduce growth ςŀƴŘ ǘƘŀǘ ǘƘŜ ƎǊƻǿǘƘ ƛƳǇŀŎǘ ƛǎ ƳƻǊŜ ƛƳǇƻǊǘŀƴǘ ŦƻǊ ŎŜƴǘǊŀƭ ōŀƴƪǎ ǘƘŀƴ ŀ ƴŜǿ ΨǘǊŀƴǎƛǘƻǊȅΩ 
increase in headline inflation, at least in Europe. An ECB board member left remarks like this at Friday. If wage inflation is not pushed up by a continued elevated headline 
inflation rate, central banks should not tighten monetary policy, at least not faster than assumed before the Russian-Ukrainian war. Higher energy/raw material prices  will 
support Norwegian assets relative to others (and the NOK rose 2% last week)

» On the other hand, the ΨƴƻǊƳŀƭΩ ƳƛƴƻǊ ƎŜƻǇƻƭƛǘƛŎŀƭ ŎǊƛǎŜǎhave usually not left long lasting scars in the global economy or markets. The Vietnam war may have contributed 
ǘƻ ƘƛƎƘ ƛƴŦƭŀǘƛƻƴ ƛƴ ǘƘŜ тлΩƛŜǎ ōǳǘ ǎŜǾŜǊŀƭ ƻǘƘŜǊ ŦŀŎǘƻǊǎ ǿŜǊŜ ŀƭǎƻ ƛƳǇƻǊǘŀƴǘΦ ²Ŝ ǎƛƴŎŜǊŜƭȅ ƘƻǇŜ ǘƘŀǘ ǿŜ Ŏŀƴ ŦƻŎǳǎ ƻƴ ƻǊŘƛƴŀǊy economic factors again not before too long. 
IƻǿŜǾŜǊΣ ŀ ŘŜŜǇ ŎƻƴŦƭƛŎǘ ǿƛǘƘ wǳǎǎƛŀ Ƴŀȅ ƭŀǎǘ ŦƻǊ ƭƻƴƎΣ ŦƻƭƭƻǿƛƴƎ wǳǎǎƛŀΩǎ ŀǘǘŀŎƪ ƻƴ ¦ƪǊŀƛƴŜ

Markets this morning: The oil price up to above USD 100/b again, equity markets are down some 2%, while the US 10 bond yield is down 7 b to 1.90%. According to media, the 
Russian rouble is down 30% vs the USD this morning, and we assume the Russian equity market will follow suit today (if it is not kept closed) 3

Last week, war & heavysanctions. ²ƘŀǘΩǎnext? Nobodyknows



ÅPreliminary February PMIs
» The February PMIs were far better than expected in EMU, UK and the US ςand much weaker in Japan. In total, a brisk uptick following the steep, and 

unexpected, decline in January. We estimate a 2.1 p lift in the global composite PMI to 53.5, equalling an increase in the global GDP growth by 1.5 pp 
to above 3.5%. Services recovered everywhere (barring Japan), and the manufacturing sector is still reporting decent growth. Thedelivery times index 
is on the way down but still elevated. Price indices may have peaked, but some rose again in February ςand supply chains are not working as normal. 
²Ŝ ǘƘƛƴƪΣ Ƴƻǎǘƭȅ ŘǳŜ ǘƻ ǘƘŜ ǳƴǇǊŜŎŜŘŜƴǘŜŘ ŘŜƳŀƴŘ ŦƻǊ ƎƻƻŘǎ ƛƴ ǇŀǊǘǎ ƻŦ ǘƘŜ ǊƛŎƘ ǿƻǊƭŘΦ  ¢ƘŜ Ǌƛǎƪ Ǿǎ ƻǳǊ ΨƳŜŎƘŀƴƛŎŀƭΩ CŜō ŦΩŎŀǎǘis on the downside, as 
other countries in Asia than Japan are still struggling with the Omicron variant

ÅUSA
» Personal spending rose more than expected in January, driven by higher demand for goods, while services stagnated ςno doubt due to the virus 

problems. Very likely, service will return to growth in February. Consumption of goods is 10% above the pre-pandemic trend path,services are 5% 
below. A substantial realignment must be expected the coming months/quarters. Income growth was moderate, and the savings rate fell 1.5 pp, and 
at 6.4% it is now below the Feb-20 level. The PCE price indices was a bad as expected, and details were not encouraging as more prices on more 
ƎƻƻŘǎ ŀƴŘ ǎŜǊǾƛŎŜǎ ŀǊŜ ŎƭƛƳōƛƴƎ ŦŀǎǘŜǊΣ ŀƭƭ ǳƴŘŜǊƭȅƛƴƎ ƳŜŀǎǳǊŜǎ ŀǊŜ ΨŦǊƛƎƘǘŜƴƛƴƎΩ

» Durable ordersrose further in January, thanks to aircraft orders. However, the core is strong too, and investments orders are growing at a brisk pace

» The housing marketis tight, and existing home prices are still up 18.8% y/y (the Shiller index), as prices rose faster m/m again. New home sales kept 
up well but the inventory of new homes is on the way up. New home prices are up too, construction costs are up 17%, selling prices 19%

ÅSweden
» House prices are climbing faster again, LFS employment has been much stronger than assumed, vacanciesare climbing to new ATH levels. Just the 

LFS unemployment rateremains high ςbecause the participation rateis on the way up to ςand is record high

ÅNorway
» The no. of employeesrose by 0.4% in January, far better than we expected ςand now the payroll is 2.3% up from Feb-20. Just hotels/restaurants 

reported a decline in employment (by mid-February). We expect a substantial  lift in this sector by mid-March

» The NAV unemployment ratefell by 0.3 pp 2.1% in February, 0.8 pp below bƻ.ŀΩǎDec forecast, and 0.2 pp lower than consensus. Including 
measures, unemployment is below the pre-pandemic level ςjust Oslo and Viken is now marginally above, the others below. The LFS unemployment 
fell by 0.2 pp to 3.3%, expected unchanged (by consensus & us)

» Hotelsreported a steep decline in guest nights in January. February and March will be far better 

» Population growthaccelerated in H2 but remains at moderate level 
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Last week, the economy



ÅPMI/ISMs
» The preliminary February PMIs from the rich part of the word were much stronger than 

expected, as services recovered in both EMU, UK and the US. Now, China and other EMs 
ǿƛƭƭ ǊŜǇƻǊǘΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ L{a ƛƴŘƛŎŜǎ ŦǊƻƳ ǘƘŜ ¦{Φ ¢ƘŜ Ǌƛǎƪ Ǿǎ ƻǳǊ ΨƳŜŎƘŀƴƛŎŀƭΩ CŜō ŦΩŎŀǎǘ
is on the downside, as other countries in Asia than Japan are still struggling with the 
Omicron variant

ÅUSA
» Thelabour market is extremely tight, and wage inflation is accelerating. We do not 

expect any changes in that narrative following the February report at Friday. 

» CŜŘΩǎbeigebook will report strongergrowth in activity, at least in service industries in the 
previous weeks

ÅEMU
» Unemployment is declining, and inflation is accelerating. Annual inflation rates are 

expected further up in February. Omicron may have prevented the unemployment rate to 
decline further in January, but the trend is down. However, there are now some other 
things to worry about

ÅNorway
» Retail sales fell sharply in December, we expecta recovery in January ςeven if the trend 

is very likely down. Services were kept in check by the virus in January too

» HouseholdsΩ ǎŀǾƛƴƎǎ ǊŀǘŜΣ ǘƘŜƛǊ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴǎ ϧ ōŀƴƪΩǎ ƭŜƴŘƛƴƎ ϧ ŘŜǇƻǎƛǘ ǊŀǘŜwill 
ǎƘŜŘ ƭƛƎƘǘ ƻƴ ƘƻǳǎŜƘƻƭŘΩǎ ŦƛƴŀƴŎƛŀƭ ǇƻǎƛǘƛƻƴΦ .ŀǊǊƛƴƎ ŀ ƘƛƎƘ ŘŜōǘ ƭŜǾŜƭΣ ƻǘƘŜǊ ŜƭŜƳŜƴǘǎ ŀǊŜ 
not alarming

» BTW, if you want to see some spectacular current account numbers, check the Norwegian 
Q4 figures! 

ÅThe news from the East front 
» Turned out to the worst possible last week. We hope and pray for something better this 

week but war dynamics are normally not that short-lived
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¢ƘŜ /ŀƭŜƴŘŀǊΥ taLκL{aǎΣ ¦{ ƭŀōƻǳǊ ƳŀǊƪŜǘΣ CŜŘΩǎ .ŜƛƎŜ ōƻƻƪΣ 9a¦ ƛƴŦƭŀǘƛƻƴΦ ²ŀǊ ϧ ǎŀƴŎǘƛƻƴǎ

Sources: Bloomberg. SB1M est. in brackets. Key data are highlighted, the  most important in bold

Time Count. Indicator Period Forecast Prior

Monday Feb 28

08:00NO Retail Sales MoM Jan 1.5%(2) -3.1%

08:00NO Credit Indicator Growth YoY Jan (5.1) 5.0%

08:00SW Retail Sales MoM Jan 2.0% -4.4%

14:30US Advance Goods Trade Balance Jan -$99b -$101b

Tuesday Mar 1

02:30CN Manufacturing PMI, NBS Feb 49.8 50.1

02:30CN Non-manufacturing PMI, NBS Feb 50.7 51.1

02:45CN Manufacturing PMI, Caixin Feb 49.2 49.1

08:30SW Swedbank/Silf PMI Feb 62.4

10:00NO Manufacturing PMI Feb 56.5(57) 56.5

10:00EU Manufacturing PMI Feb F 58.4 58.4

14:00GE CPI YoY Feb P 5.0% 4.9%

15:45US Manufacturing PMI Feb F 57.5

16:00US Construction Spending MoM Jan -0.4% 0.2%

16:00US ISM Manufacturing Feb 57.9 57.6

17:00WO Manufacturing PMI Feb (54.1) 51.4

US Auto sales Feb 14.50m 15.04m

Wednesday Mar 2

08:00NO Current Account Balance 4Q 158b

08:00NO Households' savings rate 4Q

08:00NO Banks, interest rates Jan

09:55GE Unemployment Claims Rate SAFeb 5.1% 5.1%

11:00EU CPI Estimate YoY Feb 5.4% 5.1%

11:00EU CPI Core YoY Feb P 2.5% 2.3%

14:15US ADP Employment Change Feb 325k -301k

20:00US Fed Reserve Beige Book

Thursday Mar 3

02:45CN Caixin China PMI Services Feb 50.8 51.4

08:30SW Swedbank/Silf PMI Services Feb 68.6

11:00EU PPI YoY Jan 27.0% 26.2%

11:00EU Unemployment Rate Jan 7.0% 7.0%

10:00EC Markit Eurozone Services PMI Feb F 55.8 55.8

10:00EC Markit Eurozone Composite PMIFeb F 55.8 55.8

14:30US Unit Labor Costs 4Q F 0.3% 0.3%

15:45US Markit US Composite PMI Feb F 56

16:00US ISM Services Index Feb 61 59.9

17:00WO Services PMI Feb (54.1) 51.4

17:00WO Composite PMI Feb (53.5) 51.4

Friday Mar 4

08:00NO Financial Accounts, sectors 4Q

11:00EU Retail Sales MoM Jan 1.3% -3.0%

14:30US Change in Nonfarm Payrolls Feb 400k 467k

14:30US Unemployment Rate Feb 3.9% 4.0%

14:30US Labor Force Participation Rate Feb 62.2% 62.2%

14:30US Average Hourly Earnings YoY Feb 5.8% 5.7%
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At Friday, the Russian rouble is 20% weaker than normal, given the oil price

And it has become much cheaper today, given the tightening of the sanction regime over the weekend

ÅIn addition, the stockmarketstill has somedownsideleftΧ



ÅRussia is not a very important export market for any 
ŎƻǳƴǘǊȅ ōǳǘ .ŜƭŀǊǳǎΣ ¦ƪǊŀƛƴŜΣ ŀƴŘ ǎƻƳŜ ƻŦ ǘƘŜ ΨǎǘŀƴǎΩ 

ÅChina is the largest source of imports to Russia, but this 
imports equals less than 2% of Chinas total exports. The 
same for no. 2 at the list of important sources of 
imports, Germany

ÅWǳǎǘ лΦот҈ bƻǊǿŀȅΩǎ ŜȄǇƻǊǘǎ ŀǊŜ ŘƛǊŜŎǘŜŘ ǘƻǿŀǊŘǎ 
Russia

ÅFinland is more exposed, 5% of its exports is sent to 
Russia
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Russiain the global economy: 1.5 ς2.5% of global exports

Χ dependingon the oil price



Source: Observatory of Economic Complexity (OEC)
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What & where is Russiaexporting?

Energy 60%. Most exportsareshipped(& piped) to Europe, and to China. 
Just a smallfraction to the US
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Russiais the worldΩ largestexporter of oil & gas (and products)
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Χ ŀƴŘ of wheat, with Ukraineat no. 3



EU 
consumption
of energy
From: 

Shareof
total 
energy
production

Shareof
total 
imported
from Russia

Shareof
total energy
imported
from Russia

Gas 22 38 8

Oil 33 25 8

Coal 12 20 2

Sum above 65 18

Nuclear 13

Renewable 16

Othersources 6

Sources: EU energy stats, Macrobond
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Russiasuppliesalmost1/5 of total EU consumptionof energy

Dependenceon Russian imports would have beensmallerif nuclearplants have not beencloseddown
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Mobility on the way up in the West,  still some challenges in the East?

Covid-19
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Mobility is on the way up in the Scandics, and in all parts of Norway

For goodreasons

Covid-19
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Global retail sales fell (at least) 1.2% in Dec, rich countries down 3%

Covid & high energy prices to blame? Manufacturing production kept up well

ÅGlobal retail sales very likely fell sharply in December, as sales fell some 3% in the rich part of the world ςand unusually broadly. Omicron may 

explain some of the weakness, so may energy prices. However, the level has been too high as well, and one day sales will comeback to earth. 

The global estimate is still uncertain as too few emerging markets have reported yet

ÅGlobal manufacturing productionhas recovered since the summer, and growth was through Q4

ÅGlobal foreign traderose sharply in Oct/Nov, following the setback in September (and several weak months since last May). Trade is up 7.6% vs. 

Dec-19

Global economy
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Retail sales very likely recovered in January, from a weak December

Still, the trend is very likely down in the rich part of the world? Manufacturing prod. still OK

ÅRetail sales in Emerging Markets x China are recovering  but is far below pre-pandemic trends. The Dec estimate is rather uncertain

ÅManufacturing production has been hampered by a deep decline in auto production, but this sector is now recovering. The manufacturing 

PMIs are still strong, and delivery times very likely easing 

India

Global economy
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Dƭƻōŀƭ ŀƛǊƭƛƴŜ ǘǊŀŦŦƛŎ ŦǳǊǘƘŜǊ ǳǇ ƭŀǎǘ ǿŜŜƪΣ ƴƻǿ Řƻǿƴ ΨƧǳǎǘΩ мп҈ ǾǎΦ нлмф
The fight against Omicron is won? 

Global economy
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More restaurant guests most places

Global economy
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Strong growth in Q4 too, GDP is up 3.8% vs the pre-pandemic level

.. But still 1.2% below the p-p trend growth path

ÅMost countrieshave reporteddecentgrowth in Q4

Å Someestimatesareincludedat the chartsabove(but both Denmarkand Finland arerepresentedwith their Q3 GDP data)

Global economy
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The preliminary PMIs sharply down up in JanuaryFebruary

We estimate+2.1p m/m to 53.5, equalling 1.5 pp higher global GDP growth, up to 3.5%

ÅThe flash composite PMI was far better than expected in EMU, UK, US, and Australia but wellin Japan. Our simple model ςwithout any data from 
China or other EMs ςsignal a 2 p+ hike, reversing most of the surprising decline in January. The level is above the average over the past 12 years. 
Services, which fell the most last month, recovered the most in January

» Thus, our hypothesis was confirmed, the large January drop was an outlier, and due to Omicron trouble both sides of the Antantic

ÅThe delivery times index fell for the 4nd month in row ςand price inflation slowed, at least input prices. Both indices are still at very high levels 
though

ÅThe order indexwas close to unchanged, at an average level (manufacturing). Over the recent months, a steady decline

Global PMI

Our estimates are based on the preliminary PMIs from US, China, EMU, Japan UK, Australia. The estimates are uncertain, but usually by less than 0.5 p
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Except for Japan, a real February reversal of the January setback

Services report much faster growth in Februar

Global PMI

ÅGrowth has very likely peaked, at least in the rich part of the 
world ςbut the setback in January was probably not the start 
ƻŦ άǘƘŜ ƴŜȄǘ ǊŜŎŜǎǎƛƻƴέΣ ŀǘ ƭŜŀǎǘ ƴƻǘ ŘǳŜ ǘƻ ǘƘƛƴƎǎ ǘƘŀǘ 
happened in January. Now, the war in Ukraine and economic 
war against Russia may create new challenges ςeven if 
ΨƎŜƻǇƻƭƛǘƛŎǎΩ ƴƻǊƳŀƭƭȅ ŀǊŜ ƴƻǘ ƛƳǇƻǊǘŀƴǘ ŦƻǊ ǘƘŜ ŜŎƻƴƻƳƛŎ 
cycle



Å[ƻƴƎ ŘŜƭƛǾŜǊȅ ǘƛƳŜǎ ƘŀǾŜ ōŜŜƴ ŀ ǊƛŎƘ ƳŀƴΩǎ ǇǊƻōƭŜƳΣ ǿƘƛƭŜ 
delivery times have not been that problematic in Emerging 
markets, China included
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Delivery times index further down in February, for the 4th month in row

Are delivery times increasing less faster or are they outright declining?

ÅThe global delivery timesPMI sub-index(changes in delivery times vs the previous month) has been inching down since the peak in October, 
including a likely further decline in February. The decline is broad among in The Western rich countries

ÅThe interpretation of this index is uncertain ςare companies really reporting changesin delivery times ςwhich they are asked to do? 

» This index as been above 50 most of the time (the past 20+ years), formally implying a continuous increase in delivery times.However, delivery times 
have surely not increased almost all the time ςthey have rather fallen! Companies may be reporting the level of delivery times.If so, delivery times are 
now contracting ςwhile the index formally reports than delivery times are increasing at a marginally slower pace

Global PMI



The last services PMI priced based on preliminary 
PMIs from EMU, Japan, UK, and the US
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Price indices have peaked, at least in manuf. ςbut they remain high

However, as soon as energy & other commodity prices stop rising, inflation will retreat rapidly

Å In manufacturing, the price indices have clearly peaked

ÅPrices have not yet eased in the service sector, at least not output 
prices

ÅWe are still muchmore concerned about wage inflation than the 
actual price inflation due to factors that most likely are transitory, like 
hikes in raw material prices, freight cost (which already may be 
yielding) or short lived margins expansion when demand is surprisingly 
strong

Global PMI - Inflation
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The PMIs back up to a normal level in Q4

Following the unusual 5.9 p drop in the composite PMI in Jan, a 4.9 p lift in Feb, to 56, above average

ÅThe composite PMI reported of the largest increase, following the 3rd largest decline ever (data from 2007) in January. The index 
was expected up by 1.4p, the outcome was +4.9

ÅThe service sector PMI recovered most of the Jan loss, as did the manufacturing PMI. Both are well above an average level

ÅThe price indices rose, both input and output prices (the composite index)

ÅA positive sign: the delivery times index fell somewhat ςand it is trending down

ÅCompanies report that employment rose at a brisk pace in February, especially in the service sector

ÅWhat happened?? We suspect the Omicron variant created some challenges in January ςand less so in February

USA PMI
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The composite PMI up 3.5 p to 55.8, the best level since September

Both France and Germany ςand EMU in total ςsurprised sharply at the upside 

ÅThe composite was expected up 0.6 p to 52.9 ςand the outcome, +3.5 p was close to the highest estimate. The index signal a 2.5%
growth rate (regrettably) above trend growth in the EMU 
» We said it had to the fight against the Omicron, when the PMIs (except in Germany) fell off the cliff in January. The recovery in the PMIs in February more or 

less confirms the case

ÅThe uptick was broad geographically

EMU PMI
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The PMIs straight up in February, services saved the day

Services up 6.7 p to 60.8, 5 pp better than expected. The composite index up to above 60 ĄGDP +4%

Å The manufacturing index was unchat 57.3, a strong print

Å The service sectorindex rose far more than expected ςand the level is 
very high

UK PMI
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¢ƘŜ t/9 ŎƻƴǎǳƳǇǘƛƻƴ ŘŜŦƭŀǘƻǊ ƧƻƛƴŜŘ ǘƘŜ /tLΩǎ ƭŀǊƎŜ OctNovDec hike

Inflation is accelerating, and broadening. A substantial part of it is quite likely transitory but not all

ÅThe total PCE deflatorrose by 0.6% in Jan, as expected, and the 
annual rate accelerated 0.3 pp to 6.1%, the highest since 1982

ÅThe core PCE rose by 0.5% m/m, also as expected. Measured y/y, 
the core gained 0.3 pp to 5.2% - and has not been higher since 
1983
» The 3m/3m rate is close to 6%

ÅThe price level ƛǎ ŦŀǊ ŀōƻǾŜ CŜŘΩǎ н҈ ƭƻƴƎ ǘŜǊƳ ǇŀǘƘ ǘŀǊƎŜǘΣ ŀƴŘ ǘƘŜ 
FOMC members expect inflation to remain above 2%, at least they 
did in December. And inflation news has not been at the positive 
side recently?

USA
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Inflation has broadened further, even more prices are climbing faster 

!ƭƭ ΨǳƴŘŜǊƭȅƛƴƎΩ ƳŜŀǎǳǊŜǎ ŀǊŜ ŀǘ ƭŜǾŜƭǎ ǿŜ ƘŀǾŜ ƴƻǘ ǎŜŜƴ ƛƴ ŘŜŎŀŘŜǎ

ÅThe trimmed PCE mean(Dallas Fed)is up at a 4.6% pace over the past 6 months, up from 2% ahead of the pandemic (and 
3.6% in December). This indicator of underlying inflation has not been growing faster since 1983

ÅThe trimmed median CPI (Cleveland Fed) is up 6.6% over the 6 months, the highest on record, data back to 1983

ÅBoth core cyclical and acyclicalPCE prices are up more than 5% y/y

ÅOther measures of underlying inflation are also at the highest levels in 30 years

ÅAt that time ς30 to 40 years ago ςthe Fed funds policy rate was not at zero

USA
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The Fed expects the 2% price target to slip, even if the employment target is met

Χ ƻǊ more than that. Well, if so, it is not that difficult to figure out what too do!

We stick to our main inflation analysis: 

ÅRaw material cycles are not lasting that long, and the impacts on consumer prices are normally short lived  

ÅHigher profit margins (unit profits) have never been the main reason for a sustainedlift in inflation

ÅTo sustain a lasting increase in inflation, unit labour costshave to grow faster. The ULC inflation = wage inflation ςproductivity growth

ÅA tight labour marketnormally implies higher wage inflation. Now, thevacancy rate is extremely high, and all wage cost indicators 
signal higher wage growth.This is the real challenge for the Fed. 

USA
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Real consumption down 1% in December, goods down 3% - broad based

Real incomes fell by 0.2% - and the savings rate added 0.7 p to 7.9%, in line with the pre-p level

Å Private consumptiongained 1.5% Jan, expected up 1.2%. The setback Dec was larger than first assumed, -1.3% vs. -1.0%. In nominal terms, spending roose by 
2.1%, expected 1.6%. Thus, the Dec setback was reversed in January ςeven if services no doubt were kept down due to the Omicronvariant. Consumption is 
up 5% vs. Feb-20; Goods are 17% up, service are still down 1%. No doubt, goods consumption slow, services will accelerate the coming months

Å Real personal disposable income fell by 0.5%in Jan, as nominal incomes grew 0.1% (expected -0.2%), and prices rose 0.6%. Wage revenues contributed the 
most at the upside, less transfers at the downside. Underlying wage income growth is still strong ςand nominal wage incomes arestill well above the pre-
pandemic trend path

Å The savings rate fell by 1.5 pp to 6.4%, to below the pre-pandemic level. However, householdsƘŀǾŜ ǎŀǾŜŘ ŀƴ ŜȄǘǊŀ ŀƳƻǳƴǘ ŜǉǳŀƭƭƛƴƎ мо҈ ƻŦ ƻƴŜ ȅŜŀǊΩǎ 
disposable income during the pandemic and has ample capacity to keep consumption growth above income growth ςin average, that is 

USA



There are some larger aggregating differentials than usual in the PCE accounts, and the sums do not add up to the total
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Goods consumption recovered neatly in Jan, services retreated, due to Omicron

Services are still 5% below the pre-pandemic trend, goods are 10% above!

ÅConsumption of goods rose 4.3% m/m in January, back to the same level as in November. However, the trend is flattish, 
at best, and clearly down vs the pre-pandemic trend, but still far above. A substantial downside risk

ÅServices are recovering, but not further in January, very likely due to Omicron restrictions/changes in behaviour due to 
virus. The level is still 0.7% below Feb-20, and spending is 5% below the growth trend ahead of the pandemic

ÅDemand for durable goods are way above sustainable levels, we assume

Å{Ǉƻǘ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜǎ ōŜǘǿŜŜƴ ǘƘŜ CƛƴŀƴŎƛŀƭ /Ǌƛǎƛǎ ŘƻǿƴǘǳǊƴ ŀƴŘ ǘƘŜ ǇŀƴŘŜƳƛŎ ΨŘƻǿƴǘǳǊƴΩ

USA
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New home sales marginally down in January, are in line with starts

The inventory is growing but the early pipeline (not yet started) has stabilised. Prices are up 13% y/y 

Å New single home sales fell marginally to улмΩ (annualised rate) in January, as expected. These monthly figures are often revised substantially and the last observation is close to 
useless ςbut the two past months were at a decent level

Å The big picture:Following a 30% decline from January to June, sales were stable through H2 last year, at approx. the same level as before the pandemic ςuntil the Dec hike. 
Sales  have been somewhat lower than normal vs. new single home starts (in avg. sales are 70%+ below starts, as may homes arebuilt by the homeowner)

Å The inventory of unsold homes has increased by 45% since Oct 2020, and the level is the highest since Sept 2008. The inventory equals 6 months of sales, a bit higher than 
ΨƴƻǊƳŀƭΩ ςand up from the record low level at 3.5 months in Sept 2020

» ¢ƘŜ ƛƴŎǊŜŀǎŜ ƛƴ ǘƘŜ ƛƴǾŜƴǘƻǊȅ ƛǎ ƴƻǘ ŘǳŜ ǘƻ ƭŀǊƎŜ ƛƴŎǊŜŀǎŜ ƛƴ ŎƻƳǇƭŜǘŜŘ ƘƻǳǎŜ ŦƻǊ ǎŀƭŜ όǘƘŜ Ƴƻǎǘ ΨŜŦŦŜŎǘƛǾŜΩ ǎǳǇǇƭȅύΣ ŀƴŘ ǘƘŜinventory just equals 15 days of sale (half of a 
normal level). However, the no. of projects not yet started (but for sale) has doubled, to the highest number ever,and the no. of new homes for sales but which are still 
under construction has climbed rapidly, to the highest level since 2007. So, there are lot of homes in the pipeline, and clearly a confirmation that the supply side is 
responding to the steep increase in demand. At one stage, combined with higher mortgage rates, that could change the housing market outlook

USA
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House prices inflation is accelerating again? 

The Case/Shiller index gained 1.5% m/m (18.8% annualised), and the annual rate is 18.6%!

Å{ϧtΩǎ /ŀǎŜκ{ƘƛƭƭŜǊΩǎ нл ŎƛǘƛŜǎ price index rose 1.5% m/m in Dec (Nov ςJan avg), expected 1.2%, equalling a 18.8% annualised 
pace, up from 1.2% in Nov ςand 0.9 % in October. The annual growth rate was 18.6%, 0.5 pp higher than expected. Prices 
are up 30% since before the pandemic

ÅThe FHFA (Federal Housing Financing Agency) price index, which covers homes with loans guarantied by the government 
sponsored CŀƴƴƛŜ aŀŜ ƻǊ CǊŜŘŘƛŜ aŀŎ όΨHusbankeneΩΣ Ƙŀǎ ŀ ŎƻǳƴǘǊȅǿƛŘŜ ŎƻǾŜǊŀƎŜύΣ ǊƻǎŜ мΦн҈ ƛƴ 5ŜŎΣ ŀƴŘ ŀǊŜ ǳǇ мтΦс҈ ȅκȅΦ 
The ATH annual rate before the pandemic surge was 11%, ahead of the housing crisis 15 years ago (chart next page)

ÅRelatorsreported a 1.5% price lift m/m in January, the largest lift since last April

USA



33

Some special house data ςboth measured y/y & the real price level

Real prices are now 10 ς20% above the pre-financial crisis level

ÅBoth the Case-{ƘƛƭƭŜǊ bŀǘƛƻƴŀƭ ƛƴŘŜȄΣ CIC!Ωǎ ƛƴŘŜȄ ŦƻǊ ƘƻƳŜǎ ǿƛǘƘ ƎƻǾŜǊƴƳŜƴǘ ǎǇƻƴǎƻǊŜŘ ƳƻǊǘƎŀƎŜǎ όǿƘƛŎƘ ƛƴŎƭǳŘŜǎ Ƴƻǎǘ ƘƻƳŜǎύΣ ŀƴd 
ǘƘŜ ǊŜŀƭǘƻǊǎΩ ǇǊƛŎŜ ƛƴŘŜȄ ǊŜǇƻǊǘŜŘ ǘƘŜ ƘƛƎƘŜǎǘ ƘƻǳǎŜ ǇǊƛŎŜ ŀǇǇǊŜŎƛŀǘƛƻƴ ŜǾŜǊ όƻǊ ǎƛƴŎŜ мфпуύ ŘǳǊƛƴƎ ƭŀǎǘ ȅŜŀǊ

ÅReal prices are far above the 2006 peak

ÅThere are still some big differences vs the mid 2000 housing bubble
» Housing starts are at a lower level. The inventory of 2nd homes for sale is record low (vs high 15 ς16 years ago). However, the inventory of new homesfor 

sale is climbing rapidly

» The debt/income ratio has fallen sharply since the peak before the financial crisis. However, credit growth has accelerated during the pandemic

» The savings rate/net financial investments rate has now fallen to below the pre-pandemic levelςbut the ratios are far above the level in 2005

USA
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Strong order inflow in January too 

ÅTotal durable rose further by 1.6%in January, expected up 0.9%, and the 0.7% decline was revised to a 1.2% uptick. Aircraft order 
surged in Jan

» Ex also defence, the order inflow was unchanged following an +0.4 pp upward revised 1.6% growth in these two components, the ΨŎƻǊŜΩ ǊƻǎŜ ōȅ мΦп҈Σ ǿŜƭƭ 
above expectations ςand the trend is strong

ÅCore investmentgoods orderswere up 0.8% (expected 0.3%) and the trend is still solidly upwards

ÅOrder inflow is far above pre-pandemic levels, especially for investment good orders and surveys are still strongly hinting a further 
increase coming months

USA
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Payrolls up 0.4% in January ςlevel up 2.3% from Feb-19

The no of employees up approx. 2.8% among persons living in Norway. The LFS confirms strong growth

Norway

ÅThe increase in the register-based no. of employees in January 
in spite of the Omicron restrictions confirm decent underlying 
growth in the Mainland economy
» The reference period is the week containing the 16th in months. Stricter 

corona restrictions were imposed by the mid of December but even so, 
the no. of employees grew in January too ςeven if some jobs were cut 
in restaurants & hotels

» Payrolls grew by 0.4% m/m, up from 0.3% in Dec ςand by 2.3% vs. Feb-
19

» We estimate the no. of employees among permanent residents 
(Norwegian and foreign born) to be 2.8% above the pre-pandemic level 
(based on our estimate of foreign workers in January, data published 
just quarterly)

» Growth is slowing but just slowly ςand 0.3 ς0.4% m/m is far above the 
long run growth potential at well below 0.1% per month

» The increase in employment is broad based, check 2 pages fwd

ÅThe LFSόΨ!Y¦Ω ǎǳǊǾŜȅύ ŜƳǇƭƻȅƳŜƴǘ Řŀǘŀ όōƻǘƘ ŜƳǇƭƻȅŜŜǎ ŀƴŘ 
self-employed, with permanent residency in Norway) reported 
ŀ нΩ όлΦм҈ύ ƎǊƻǿǘƘ ƛƴ ŜƳǇƭƻȅƳŜƴǘ ƛƴ 5ŜŎ όavgNov-Jan from 
avgOct ς5ŜŎύΣ ŀƴŘ ōȅ моΩ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ о ƳƻƴǘƘǎΣ ŜǉǳŀƭƭƛƴƎ ŀ 
3.0% annualised pace
» LFS employment is up 2.3% since before the pandemic, and both 

participation and employment rates are far above the pre-pandemic 
level ςŀƴŘ ǘƘŜ [C{ ǳƴŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ Ƙŀǎ  ΨŎƻƭƭŀǇǎŜŘΩ 

ÅNational Accounts reported a 1.4% growth in total 
employment in Q4 (5.5% annualised) ςand the level is up 1.4% 
vs. Q4-19. These NA data includes foreigners on short-term 
stay 



ÅThe employment ratewas flat in December, at 69.0%

» Ahead of the pandemic the rate was 68.1 ς68.2, and it is up from 
the 66.4 through in early 2021 (and from the same level in 2017, 
ŀŦǘŜǊ ǘƘŜ Ψƻƛƭ ŎǊƛǎƛǎΩύΦ ¢ƘŜ ŜƳǇƭƻȅƳŜƴǘ ǊŀǘŜ ƛǎ ƳŜŀǎǳǊŜŘ ƛƴ ҈ ƻŦ ǘƘŜ 
working age 15 - 74 y population

» The employment rate is the highest since 2012

ÅThe participation rateis also well above the pre-pandemic level
but it has more or less flattenedat 71.5% since last June ςand 
fell to 71.4% in December. The participation rate is also at the 
highest level since 2012

ÅThese monthly data are volatile but the flattening of the 
participation rate since the early summer even if demand for 
labouris still increasing Ƴŀȅ ƛƴŘƛŎŀǘŜ ǘƘŀǘ ǘƘŜ Ŝŀǎȅ ǇŀǊǘ ƻŦ ΨǊŜ-
ŜƴƎŀƎŜƳŜƴǘΩ ƛǎ ōŜƘƛƴŘ ǳǎ

ÅWorking age population growth is 0.6% over the last year (Q4 
est), in line with the moderate growth ahead of the pandemic

36

The participation rate has flattened, at a much higher level than we assumed

No further lift since last summer signals that the reserve is already engaged, no spare capacity left

Norway
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Unemployment fell much more than expected in Feb, new vacancies up to ATH

NAV unemploym. fell by 0.3pp to 2.1%, 0.8 pp below bƻ.ŀΩǎŦΩŎŀǎǘ. The LFS rate -0.2 pp to 3.3%!

Å¢ƘŜ ΨŦǳƭƭ ǘƛƳŜΩ ƻǇŜƴ b!± ǳƴŜƳǇƭƻȅƳŜƴǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ŦǳǊƭƻǳƎƘŜŘ ǿƻǊƪŜǊǎΣ ŦŜƭƭ ōȅ уΦпΩ ǇŜǊǎƻƴǎ ƛƴ CŜō όǎŜŀǎΦ adjύ ǘƻ руΩ ǿŜ ŜȄǇŜŎǘŜŘ -пΩ ǘƻ 
соΩΦ ¢ƘŜ ǊŀǘŜ ŘŜŎƭƛƴŜŘ лΦо ǇǇ ǘƻ нΦм҈Σ ǿŜ ŜȄǇŜŎǘŜŘ нΦо҈Φ Lƴ 5ŜŎΦ NoBaassumed a 2.8% rate in Feb. Unadjusted, the rate fell 0.3 pp to 2.3%, 
expected 2.4%. The 2.1% rate is well belowthe 2000 ς2019 avgat 2.9%, and equal to the level in Feb-20 (which was lower than during the 
months before). Unemployment has not been lower since 2009

ÅThe number of partially unemployed(not included in the ordinary unemployment no.)ŦŜƭƭ ōȅ оΩ ǘƻ отΩΣ ŀƴŘ ƛƴŎƭǳŘƛƴƎ ƳŜŀǎǳǊŜǎΣ ǘƘŜ total 
unemployment ŦŜƭƭ ōȅ млΩ ǘƻ ммлΩΣ ǘƻ млΩ ŀōƻǾŜ ǘƘŜ ǇǊŜ-pandemic level. The overall rate fell by 0.4 pp to 3.8%, up from 3.5% in Feb-20

ÅThe inflow of new job seekersfell sharply following the transitory uptick in Dec, and the inflow of new vacancies rose, up to an ATH

ÅThe LFS (AKU) unemployment rate fell to 3.3% in Nov-Dec, from 3.5% a month earlier ςexpected unchanged! 

Norway



We have made a preliminary adjustment of the 2020 vacancy data due to a NAV reporting error which have led to under reportingof new positions through the year. NAV reports that the no. of new 
vacancies is at the same level in January 2021 as one year ago
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New vacancies up to an ATH in February

The number of new jobless claims fell to the pre-Omicron extremely low level

ÅMost sectors have announced more new vacancies, especially in service professions  

Norway



Surprise-ƛƴŘƛŎŜǎ ƳŜŀǎǳǊŜ ǘƘŜ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ŜŎƻƴƻƳƛǎǘǎΩ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ ǘƘŜ ŀŎǘǳŀƭ ƻǳǘŎƻƳŜ ƻǾŜǊ ŀ о ƳƻƴǘƘ ǊƻƭƭƛƴƎ ǿƛƴŘƻǿ39

The world is surprising even more at the upside

Χ ŀƭƳƻǎǘ everyhere! Just Japan, and LatAmat the downside

Global economy

ÅNorwaywas surprising sharply on the downside through most of 2021, 

according to Citi. But in early December we crossed the zero line, and shot up 

in January. Now, we come somewhat down 




































































































































